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Directors’ Report 


TO THE SHAREHOLDERS: 


The year 1971 was a difficult one for Rio Algom 
because of a lower level of world economic activity 
together with the adverse effects of international 
currency problems and lower copper prices. 


These conditions are reflected in the earnings for 
the year. They had a particularly detrimental effect 
on the Company’s stainless and specialty steel 
business and to a somewhat lesser extent on copper 
operations. On the other hand earnings from uranium 
Operations continued at a satisfactory level. The 
Company’s activities during 1971 are reviewed in 
detail in the main section of this report. 


Development and construction of the Lornex 
copper-molybdenum mine, which began in August 
1970, was maintained on schedule and the mine is 
expected to be brought into production as planned 
in the second quarter of 1972. Late in the year a five 
year contract was concluded for the sale of the 
projected annual output of molybdenum 
concentrates. 


As previously reported the entire copper concen- 
trate production of the Lornex mine has been 
contracted for by a group of Japanese smelters and 
trading companies for a period of 12 years. The 
Japanese copper smelting industry is currently 
depressed and the industry has stated that its costs 
have increased as a result of pollution control 


requirements and the revaluation of the Japanese yen. 


Consequently the Japanese purchasers have indicated 
/ that they may request Lornex to reduce its shipments 
“temporarily and to grant an increase in the 
contracted smelting and refining charges applicable 
to the Lornex concentrates. 


The Lisbon uranium mine, located near Moab, 
Utah, on which development began in 1969, is also 
expected to be brought into production in the 
second quarter of 1972. The economic reserves of 
the Anglo-Rouyn copper mine near La Ronge, 
Saskatchewan, in which the Company has a 58% 
interest, are approaching exhaustion and the mine is 
now scheduled to close in the third quarter of 1972. 
It is planned that the Poirier copper mine in north- 
eastern Quebec will operate throughout 1972 at the 
increased milling rate of 1,800 tons of ore per day 
that was achieved in mid 1971. 


_ The position taken by the Government of Canada 
regarding foreign ownership in the ( p in the Canadian uranium 
industry has caused the company to virtually dis- 
continue uranium exploration in Canada. With 


respect to other metals and minerals and to activities 
in the United States, the search for new ore bodies 
that can be developed in an orderly and profitable 
manner was increased in scope and scale in 1971 
from the already expanded activities of the past 
several years. 


Although the current uranium market is 
weak, the longer term market outlook is considered 


to be very strong. Firm contracts for delivery of 
50,753,000 pounds of uranium oxide from the 


Elliot Lake and Lisbon mines assure continuity of 
uranium operations into the early 1980s-on-the-hasis 


_or current contracts. Letters of intent have been 


signed for the sale of an additional 1,000,000 


pounds of uranium oxide for delivery in the 1972- 
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The price of copper continued to decline and in 
1971 reached its lowest level in recent years. Because 
of the diverse and complex factors which affect the 
price of copper it is hazardous to predict future price 
levels. However, the recent modest firming of the 
copper market indicates that it is reasonable to expect 
a slightly higher average price in 1972 than in 1971. 


The steel operation is expected to be affected 
adversely by severely depressed market conditions 
through the first quarter of 1972. Nevertheless, a 
modest improvement in earnings is expected to be 
achieved in 1972 primarily as a result of the concen- 
trated profit improvement program initiated during 
1971. Further improvement in earnings from steel 
operations is, however, dependent on improved 
market conditions and a return to reasonably com- 
petitive trade practices throughout the world. 


For the future there are wide areas of uncertain 
economic and legislative forces that affect the 
Company’s operations. The effects of international 
currency realignments and trade agreements on 
Canadian and international economic conditions is 
not clear. In Canada the new taxation legislation 
effective January 1, 1972 will, when it becomes fully 
effective, impose a tax burden on the Canadian 
mining industry greater than that applicable to the 
industry in a number of other countries. Legislation 
has also been proposed by the Government of Canada 
regarding other business activities, the effect of 
which cannot be assessed at this time. 


Despite all of these uncertainties, however, it is 
expected that 1972 will be a year of continued 
progress toward the longer term objective of 


broadening Rio Algom’s base as a natural resource 
developer. 


Mr. Henry Borden, Q.C. is retiring from the Board 
of Directors at the Annual and General Meeting of 
Shareholders to be held on April 21, 1972. He has 
served as a Director since 1961 and as a member of 
the Executive Committee of the Board since 1965. His 
fellow directors wish to express their appreciation 
to Mr. Borden for his advice and counsel to the 
Company during this period. 


The untimely passing of Mr. W. P. Arnold, a 
Director and Executive Vice-President, Mining 
Operations, on January 3, 1972, is a sad loss to his 
colleagues and to the Company. In 1957 he was 
appointed Managing Director of Algom Uranium 
Mines Limited and Northspan Uranium Mines 
Limited, two of the four companies amalgamated in 
1960 to form Rio Algom. He held a number of 
progressively more responsible positions with the 
Company, was elected a Director. in 1967 and, in 
1968, was elected Executive Vice-President, Mining 
Operations. As a Director and Officer Mr. Arnold 
made most valuable contributions to Rio Algom, 
notably in the development of the Elliot Lake area 
uranium mines, the Poirier and Anglo-Rouyn copper 
mines and in the development of the Lisbon uranium 
mine in Utah. = 


Mr. O. S. Leslie retired as a Director and as 
Executive Vice-President, Steel Operations, in August 
1971. He joined the steel operation in 1966 as 
General Manager of Steel Operations, was elected a 
Director in 1967 and was elected Executive Vice- 
President, Steel Operations in 1968. Mr. Leslie’s 
resignation was accepted with regret and his con- 
tribution to the progress of the steel operations of 
the Company is acknowledged with gratitude. 


You will be asked at the Annual and General 
Meeting to authorize a decrease in the Board of 
Directors from eighteen members to fifteen. 


Your Directors extend their appreciation to the 
management and employees of Rio Algom and its 
associated companies for their loyal and valuable 
efforts in furtherance of the Company’s objectives 
during a difficult year. 


On behalf of the Board, 


R. D. Armstrong 
President. 


Toronto, Canada 
February 25, 1972. 


Highlights of theYear’s 
Consolidated Operations 


YEAR ENDED DECEMBER 31, 1971 
($000’s omitted) 


1971 1970 

Sales $ 168,029 $183,525 
Net earnings $ 9,698 $ - 14,076 

Per share of common stock $ 73 $ 1.08 
Dividends paid on common stock $ 4,900 $ 4,900 

Per share 40¢ 40¢ 
Working capital, year end $65,170 $ 76,080 

Ratio of current assets to current 

liabilities 2410.1 3.4to1 

Common shareholders’ equity $ 165,861 $ 161,821 
Total common shares outstanding at 

December 31 12,249,584 12,249,584 

Equity per share of common 

stock outstanding $ 13.54 $ 12d 

Production 

Uranium oxide (pounds) 4,492,389 3,994,987 

Copper in concentrate (pounds) 37,326,192 35,238,821 

Steel (tons) 139,810 155,192 
Number of employees at December 31 4,860 5,198 
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1 Uranium production was 3,013,000 pounds in 1977. 
Photo shows “yellow cake” being packed into steel drum 


Review of 1971 Operations for shipment. 


2 Longhole drilling is part of the Company’s 
effort to develop mechanized mining of a sloping orebody. 


MINING 


1971 earnings from mining operations before income 
and mining taxes were $13,836,000 compared to 
$10,205,000 in 1970. Total revenue was $46,857,000 
an increase of $2,444,000 compared to the previous 
year. 


Revenue and earnings from uranium operations 
increased over 1970 because of higher production 
resulting from a higher milling rate and better aver- 
age grade. Total revenue and earnings from copper 
operations were lower than in the previous year as 


: 1 
a result of lower copper prices although payable 
copper production increased by 2,100,000 pounds 
despite the closure of the Pronto copper mine in 
April 1970. 
URANIUM 
Comparative production and deliveries of uranium 
oxide from the Elliot Lake mines in 1971 and 1970 
were as follows: 
71 A270 

Tons of Ore milled (thousands) 1,564 1,443 
Average tons milled per day 4,587 4,231 
Average Recovered Grade per ton 2:9 Ibs: 2 Bulbs: 
Average Mill Recovery 95.0% 94.4% 
Pounds of Uranium Oxide 

produced (thousands) 4,492 3,995 
Pounds of Uranium Oxide 

delivered (thousands) S013 3520 

The increase in average grade reflects the mining 
of progressively greater tonnages of ore from the 
higher grade New Quirke mine. The Old Quirke mine 
was closed at the end of 1971 and when useable 
equipment and materials are brought to the surface 
the mine will be allowed to flood. The New Quirke 
mine and the mill have proven production capability 
of maintaining an average milling rate in excess of 
4,500 tons of ore per day._This capability is suffi- _ 
cient to meet deliveries into the mid 1970's under 
present sales contracts. __ 2 


COPPER 


Comparative production from copper operations in 1971 and 1970 was as follows: 


Total Mines de Poirier Anglo-Rouyn 

Copper 1971 1970 1971 1970 1971 1970 

Tons of ore milled (thousands) 923 877 614 562 309 315 

Average tons milled per day — — 1,748 1,663 855 887 

Average Mill Head Grade — — 2.6 % 2.3% T5N%e 1.7% 

Average Mill Recovery — -- 94.3 % 94.4% 96.0 % 96.6% 

Tons of custom Ore milled (thousands) 239 247 239 247 — — 

Pounds of payable copper in 

concentrate produced (thousands)* 37 326 35,238 28,834 23,549 8,492 9,770 

Other Metals 

Silver Produced (ounces) 83,590 89,676 42,217 39,815 41,373 49 861 

Gold Produced (ounces) 11,914 12,592 — — 11,914 12,592 


*1970 includes 1,919,000 pounds produced by the Pronto mine which was closed in April 1970. 


3 Lornex’s mill complex as 
seen from coarse ore 
conveyer trestle. The 
mill is expected to 
process over 38,000 tons 
of ore per day. 


4 Logan Lake, a planned 
community built by 
Lornex and incorporated 
as a village, was opened 
officially November, 
1971. It has a population 
of more than 500, some 
140 homes, townhouses, 
mobile homes, paved 
roads, a school, bank, 
service station, fire 
department and an 
RCMP. detachment. 
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MINE DEVELOPMENT 


Lornex Project 


The Lornex Mining Corporation Ltd. copper-molyb- 
denum mine on which development and construction 
work began in August 1970 is expected to be brought 
into production in the second quarter of 1972 as 
planned. Rio Algom owns 50% of the Lornex voting 
shares and has a beneficial intSest GT-apOTORIMateTy 


a a 


55%. The Company is contractually responsible for 

“the construction of the Lornex Project and for its 
management during construction and thereafter for 
a period of at least fifteen years from December 31, 
1969: 


As previously advised it is expected that the Lornex 
Project capital cost will be $138.0 million compared 
with the $123.6 million originally estimated in 1969 
when the financing arrangements were made. The 
increase from the original estimate is mainly due to 
unprecedented escalation of costs and more stringent 
pollution control regulations. Other mining com- 
panies deferred decisions to develop their contiguous 
properties and hence their participation in the capital 
costs of the water and tailings systems. In addition, 
a number of improvements in physical facilities were 
made as detailed design evolved that are capacity and 
operating cost oriented. The increased capital expen- 
diture is expected to result in some increase in actual 
plant capacity as compared to the design capacity 
of 38,000 tons of ore per day. Moreover, as pit 
preparation progressed and additional information 
became available there were indications that the 
average grade of copper may be higher than the 
0.427 per cent grade used in the economic evalu- 
ation. It thus seems probable that production will 
exceed the design forecast after the operation has 
been brought into balance. 


During the year, in compliance with its supple- 
mentary financing agreement, Rio Algom purchased 
Lornex Units each comprising an Income Debenture 
of $1,000 and 80 shares of Lornex for $16.1 million. 


1 Flotation concentrator where copper is recovered. 


2 Booster pump station which provides the operation 
with water from Thompson River. Some 17 miles of 
20 and 24-inch pipeline is required to carry water from 
the river to the plant. 


3 Part of grinding bay in which coarse ore is reduced 
prior to further processing which removes copper 
concentrate from host rock. 


In accordance with a previous agreement, 27.5% of 
the Units were sold to The Yukon Consolidated Gold 
Corporation Limited. Accordingly Rio Algom’s net 
investment in Lornex Units arising from the supple- 
mentary financing was $11.7 million in 1971. These 
transactions and Rio Algom’s total investment of 
$36.1 million in Lornex at December 31, 1971 are 
described in the financial section of this report. 


In view of the importance of the Lornex Project to 
Rio Algom, with the consent of Lornex and for your 
further information, the Annual Report of Lornex 
Mining Corporation Ltd. for the year ended Decem- 
ber 31, 1971 is forwarded to you with this report. 


Lisbon Mine 


The new uranium mine in Utah being developed by 
a wholly-owned United States company, Rio Algom 


4 Lisbon mine headframe with top 
mounted friction hoist as seen from the 
concentrator building. 


5 Fine ore bin where uranium ore is stored 
before entering mill for processing. 


Corporation, is expected to be brought into produc- 
tion in the second quarter of 1972 as planned. 


Because of the costs of overcoming the excess flow 
of water that was encountered in February 1971, 
the unusual degree of cost escalation which has been 
experienced and the need to comply with more 
stringent pollution regulations the total estimated 
cost to bring the mine into production is now ex- 
pected to be approximately U.S. $23.3 million com- 
pared to the original estimate of approximately U.S. 
$20.0 million. The additional financial requirements 
will be provided by increasing the bank loans. 


The planned production rate is 1,200,000 pounds 
of uranium oxide per year. Sales contracts for delivery 
from this mine total 8,400,000 pounds of uranium 
oxide with deliveries starting in July 1972 and ex- 
tending to 1980. 


EXPLORATION 


Exploration expenditures by Rio Algom and its sub- 
sidiaries on their own account and through participa- 
tion with others was $2,385,000 compared with 
$2,006,000 in 1970 and $1,621,000 in 1969. The 
increase reflects the increase in scope and scale of 
long term exploration programs which have been 
initiated and are continuing in the search for new 
orebodies in Canada and the United States. 


An active search for uranium prospects was con- 
tinued in the United States. In Canada, work on 
uranium properties was limited to those in which an 
interest was held in March 1970 when the Govern- 
ment of Canada announced its intention to limit 
foreign ownership in the Canadian uranium industry. 


The long term program initiated in 1967 directed 
primarily at identification of porphyry copper min- 
eralization was continued in British Columbia, Sas- 
katchewan, Ontario and Quebec. Further investiga- 
tion of these areas will continue. 


During the year an asbestos prospect located near 
Lac Roberge in northwestern Quebec and a coking 
coal deposit in southeastern British Columbia were 
under detailed investigation. In the case of both 
prospects preliminary engineering, market studies 


Despite the most modern 
equipment exploration 
crews can find nature 
obstinate. In photo 1, 
even tracked vehicles find 
it difficult to negotiate 
5 the mud of spring 
breakup. Avalanche 
(photo 2) is a constant 
threat in the Rockies. 
Here a Riocanex bull- 
dozer clears the road 
after one such slide. 
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3. Drilling a coal pros- 
pect near Fernie, B.C. 
The Clark Range pro- 
vides a magnificent 
background. 
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4 Seismic survey being 
carried out on a 
northern Quebec lake. 


5 A portable rotary drill 
probing another prop- 
erty in Western 
Canada. 


ar 

Lode 

i 
-— 


eee ammt mea 
ao ae. 
(Eee Se 


= 


and economic evaluations are being continued in 
1972. 


RESEARCH AND DEVELOPMENT 


During 1971 process and method improvements in 
operations comprised the major effort in research 
and development work. 


Mining method trials during the year confirmed 
the capability of accurate longhole drilling, which 
has not previously been used by Rio Algom in the 
Elliot Lake uranium operations, with special equip- 
ment designed for this purpose. Current develop- 
ment work is now providing access to thicker ore 
and it is expected that savings from mechanization 
will be realized in 1972. 


Tests are in progress to determine the applicability 
of a hydraulic backfill system to the New Quirke 
mine. The objective is to permit increased mechan- 
ization and to make it economic to recover ore from 
pillars in the thicker ore zones that are now being 
developed. 


A mine ventilation monitoring system has been 
developed and a test monitor is in operation at the 
Quirke mine. This system is expected to reduce the 
cost and improve the efficiency of the mine ventila- 
tion system. 


6 Thousands of feet of pipe carry water to sprinklers 
watering 84 acres of test plots seeded by Rio Algom at 
Elliot Lake in 1971. The Company is attempting to 
revegetate tailings areas that are no longer in use. 
Photo 7 shows modest success achieved. 


Attention continued to be directed to safeguarding 
the environment in all areas of mining operations. 
In co-operation with pollution regulatory authorities 
the design of all new mine waste disposal areas 
incorporates the latest technology with regard to the 
treatment and storage of mine waste. The investiga- 
tions which began in 1970 to develop a means of 
revegetating old mine waste disposal areas at Elliot 
Lake have met with modest success. Further work 
will be required to solve this difficult problem. 


EMPLOYEE RELATIONS 


At December 31, 1971 there were 1,466 employees 
engaged in mining operations of whom 1,112 were 
engaged in production and 354 engaged in executive, 
technical, administrative or clerical functions. Em- 
ployee relations continued to be good and apart 
from minor occurrences there were no strikes or 
work stoppages during the year. 


Collective agreements with the majority of hourly 
rated employees at the Elliot Lake uranium mine and 
the hourly rated employees of the Anglo-Rouyn 
copper mine are in effect until January 15, 1973 and 
May 31, 1973, respectively. The collective agree- 


ment_with the hourly rated employees at the Lornex 


mine is in effect until June 30, 1972. An agreement 


with the hourly rated employees of Mines de Poirier 
copper mine, replacing the agreement which expired 
on December 22, 1971, was concluded on February 
11, 1972 and will be in effect until December 21, 
1974. 


STEEL 


Earnings from steel operations for the year before 
income taxes were $1,806,000 as compared with 
$9,627,000 in 1970, a decrease of $7,821,000. The 
earnings in each year are stated after the deduction 
of $1,047,000 representing the annual charge for 
amortization of the excess of acquisition cost over 
adjusted book value of the Atlas Steels assets 
purchased as at December 31, 1962. Total sales, 
including metal products purchased by warehousing 
operations for resale, were $121,172,000 or 13% 
lower than in 1970. 


The decline in sales and earnings was caused pri- 
marily by the deterioration of markets in terms of 
both volume and price together with a substantial 
increase in employment and other costs which could 
not be offset by improvements in operating 
efficiencies. 


A decline in demand for stainless and specialty 
steel products in both the domestic and export 
markets began in the fourth quarter of 1970 and 
continued throughout 1971. Downward price pres- 
sures were caused by excess world productive 
capacity in relation to the depressed demand for 
stainless steel products and in many cases, particularly 
in export markets, prices for stainless steel declined 
below the levels at which a profit could be realized. 
Prices for specialty steels generally remained at 
previous years’ levels but volumes declined. The 
continued float of the Canadian dollar during 1971 
at levels which approached parity with the United 
States dollar caused an additional effective price 
reduction for Canadian producers in export markets 
and at the same time increased the attractiveness of 
the Canadian market to foreign producers who had 
excess productive capacity. 


The foregoing forces which caused deterioration 
in markets in terms of both volume and price were 
especially harmful with regard to stainless steel 
products. Consequently there was a_ particularly 
serious adverse effect on the operations of the Tracy 
plant; the total tonnage of stainless flat_rolled 
products sold and the average price per ton realized 


were substantially lower than in the previous year. 
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A few of the 
Atlas Steels product applications: 


1 Over 99 percent of all new homes in Canada 
are equipped with stainless steel sinks. 


2 Stainless-bladed fan for air conditioned cars is a 
new application for the auto industry. The blades 
flex and flatten at high speeds to reduce drag. 


3. 15-foot wide stainless fermenting tank in Toronto 
brewery. The brewing and food processing 
industries are important stainless users. 


4 Tool steels such as these die cases and inserts of 
exacting tolerances use Atlas Dievac. 

5 Stainless steel building cladding is a growing 
application. Some 2 million pounds of Atlas 
stainless cover 57-storey Commerce Court in Toronto. 


6 Towel dispenser of Atlas Ezeform stainless. 


MARKETING AND DISTRIBUTION 


Imports of stainless and specialty steels into Canada 
increased during the year as Japanese, Swedish and 
other European producers sought to replace sales 
lost in other markets because of economic con- 
ditions and protectionist policies adopted by other 
countries. These offshore producers sold products 
into Canada, particularly in the stainless steel cate- 
gories, at what we consider to be unrealistically low 
prices. Consequently the sales volumes of several 
major product lines produced at both the Tracy and 
Welland plants were severely reduced and _ prices 
were depressed to an unrealistically low level. Unlike 


od 
a number of other countries, Canada has not entered = 
into agreements which protect Canadian producers 
of stainless and specialty steels from unfair competi- 
tion. Representation has been made to the appro- 
priate Federal Government authorities in regard to 


these conditions. 
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A decline in Canadian sales volume for a wide 
range of products generally reflected the lower level 
of some segments of Canadian economic activity. 
The volume of automotive end use products was 
relatively strong. Volume of project type business 
was lower due to the reduced level of capital expen- 
diture in the pulp and paper, petro-chemical, machin- 
ery and nuclear power industries. For a number of 
major product lines volume has been maintained by 
reducing prices, on a selective basis, to meet com- 
petition from imports. 


«ane? 
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In the United States severe price competition con- 
tinued at the mill and distributor levels. The low 
prices, together with the increased value of the Cana- 
dian dollar and the United States surcharge of 10% 
on imports, reduced our ability to compete and 
significantly reduced profit margins on sales made in 
the United States. 


Sales volume in the United Kingdom was main- 
tained in the face of strong competition. However, 
prices were lower reflecting the severe competitive 
conditions in that market. 


In Australia the volume of stainless flat rolled prod- 
ucts continued to decline as a result of the prohibitive 
tariffs introduced on imports in 1970 to protect 
domestic producers. However, the volume of high 
speed and stainless wire finished on our production 
facilities in Australia increased. 


Severe competition for available export business in 
South America and Europe resulted in very low prices 
and participation in these markets was reduced 
significantly. 


MANUFACTURING 


During the year there was continued emphasis and 
progress made on improvements in manufacturing 
efficiency, quality improvement and _ utilization of 
raw materials. The Tracy plant concentrated primarily 
on improvement of a number of production tech- 
niques, particularly in melting and casting, and grati- 
fying quality improvements were achieved in the 
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latter part of the year. Quality performance at the 
Welland plant was also improved particularly with 
regard to reductions in billet scrap, sheet product 
rejections and the frequency of makeovers. 


The long term program, initiated in 1967, to re- 
habilitate and modernize the Welland plant con- 
tinued in 1971. More efficient and accurate analysis 
equipment was placed in operation in the chemical 
laboratory and provides improved control over the 
melting operation. A new cold draw bar facility was 
completed and productivity is improving despite the 
low level of business. The first phase of the major 
rehabilitation and re-arrangement of the conditioning 
operation was completed and the six new high 
powered billet and slab grinders and the modern bil- 
let stocking facilities have resulted in substantial man- 
power reductions and in the recovery of grinding 
dust. The completion of a major re-arrangement of 
the finishing and shipping operation has improved 
production efficiency and shipping performance. 


During the year, in co-operation with pollution 
regulatory authorities, further plans were developed 
for facilities which will be required to improve and 
preserve the quality of air and water at the Welland 
and Tracy plants. An_ electrostatic precipitator 
installed in the exhaust system of the scarfing opera- 
tion, which removes scale from steel billets, eliminates 
virtually all the fumes from that unit previously 
exhausted into the air. 


RESEARCH AND DEVELOPMENT 


In 1971 research and development programs con- 
tinued to be directed toward product development, 
new processes and the reduction of costs and 
the increase of productivity. 


Significant success was achieved in meeting spe- 
cific market needs with new or improved steels. 
Predominant in these developments was the introduc- 
tion of a family of free-machining stainless steels 
which can be applied to a broad range of end uses. 
The complete product line, the culmination of sev- 


1 New conditioning operation at Atlas Steels’ 
Welland plant provides increased efficiency and 
superior product. Inset shows one of the unit's 
grinders removing surface imperfections from a 
billet. 


2 Before and after start-up of Atlas Steels’ $340,000 
electrostatic precipitator that eliminates fumes from 
the Welland plant scarfing operation. Because of 
the precipitator, the old chimney became 
unnecessary and was removed. 


eral years of development and field testing, was 
introduced to major customers in a series of seminars 
at Welland, Toronto and Montreal. 


The major product line of mining steels was aug- 
mented with the introduction of a new hollow drill 
grade. Research will continue with the object of 
matching this product to the latest manufacturing 
technology employed by mining rod_ fabricators 
to achieve superior drilling performance. 


Two steel refining processes, both having the cap- 
ability of significantly reducing the cost of chromium 
used in manufacturing stainless steels, have under- 
gone extensive review. Detailed engineering studies 
are under way and it is anticipated that a process for 
the Tracy plant will be selected early in 1972. 


Programs relating to reducing raw material costs 
are in progress. A program initiated in 1970 resulted 
in the introduction of a method of recycling steel 
grindings. 


PLANNING 


During the year the steel operations management 
continued its analysis of the options available for 
the further rehabilitation and modernization of the 
Welland plant and for potential improvements to the 
Tracy plant melting operation. 


Programs have been initiated to examine product 
lines for the purpose of re-alignment by both rational- 
ization and expansion to improve profitability. Pro- 
grams now under way are expected to improve results 
for some of the tool steel products and for products 
of the new cold draw facilities. 


EMPLOYEE RELATIONS 


As of December 31, 1971 there were 3,192 employees 
engaged in steel operations of whom 1,958 were 
engaged in production, 578 in sales and marketing 
and 656 in executive, administrative or clerical func- 
tions. Employee relations were good through the 
year and there were no strikes or work stoppages. 


Collective agreements for Welland plant hourly 
rated employees will be in effect until February 17, 
1973. The collective agreements for Tracy plant 
hourly rated employees and for the office and techni- 
cal employees are in effect until November 30, 1972 
and February 1, 1974 respectively. The collective 
agreement for Welland office and technical em- 
ployees expired on December 31, 1971 and a repre- 
sentation vote has been held, the results of which are 
not yet known. 
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FINANCIAL 


Consolidated net earnings were $9,698,000 or $0.73 
per share in 1971 as compared with $14,076,000 or 
$1.08 per share in 1970 (after deducting extraordinary 
items totalling $1,330,000). In both cases the earnings 
per share are stated after provision for dividends on 
preference shares. 


The decrease in consolidated net earnings resulted 
from a decrease of $7,821,000 in net earnings from 
steel operations and an increase in corporate ex- 
penses, net interest costs and taxes of $1,518,000 
which were partially offset by an increase in earnings 
from mining operations of $3,631,000 and a decrease 
of $1,330,000 in extraordinary items. As previously 
mentioned, the reduction in earnings from steel oper- 
ations was caused primarily by the deterioration of 
sales markets in terms of both volume and price 
while the improvement in earnings from mining 
Operations was mainly due to higher uranium pro- 
duction. Investment and other income was sub- 
stantially lower, due to the investment of funds in 


Auditors’ Report 


Lornex and lower rates of interest earned on the 
reduced amount available for investment. 


During 1971 dividends of $816,000 on preference 
shares and $4,900,000 on common shares were paid. 
Dividends on common shares were paid at the same 
rate of 40¢ per share as in 1970 and represented 
50.5% of consolidated net earnings. 


Bank loans increased during the year from 
$4,430,000 to $13,362,000, primarily in borrowings to 
finance the construction of the Lisbon uranium mine 
in Utah which totalled U.S. $11,088,000 at the end 
of the year. The net excess of assets over liabilities 
increased to $179,761,000 from $176,079,000. During 
the year $11,594,000 was expended on capital proj- 
ects, including U.S. $6,777,000 on the Lisbon mine 
and $11,702,000 was invested in securities of Lornex 
Mining Corporation Ltd. During 1971 the remaining 
net advance payments of $933,000 under the terms 
of Rio Algom’s uranium sales contract with Eldorado 
Nuclear Limited were repaid. 


To the Shareholders of Rio Algom Mines Limited: 


We have examined the consolidated statement of financial position of Rio Algom Mines Limited 
as at December 31, 1971 and the consolidated statements of earnings, retained earnings, 
contributed surplus and source and disposition of funds for the year then ended. Our examination 
included a general review of the accounting procedures and such tests of accounting records and 
other supporting evidence as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the 
companies as at December 31, 1971 and the results of their operations and the source and 
disposition of their funds for the year then ended, in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


Toronto, Canada. 
February 22, 1972 


COOPERS & LYBRAND 
Chartered Accountants 
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ACCOUNTING POLICIES 


The principal accounting policies followed by Rio Algom 
Mines Limited and its subsidiaries are summarized here- 
under to facilitate a comprehensive review of the financial 
statements contained in this report. 


Basis of Consolidation 


The consolidated financial statements include the ac- 
counts of all significant majority-owned subsidiary 
companies. 


The accounts in foreign currencies are stated in Cana- 
dian dollars on the following basis: 


Current assets and current liabilities at year-end ex- 
change rates; all other assets and any related depreci- 
ation at rates in effect at date of acquisition; and 
revenues and expenses (other than depreciation) at 
average rates for the year. 


Valuation of Inventories and Concentrates Awaiting 
Shipment 


Inventories of steel, other metals, raw materials and 
supplies are valued at the lower of cost and market. 
Cost is determined generally at average or standard 
costs which approximate actual. Market for steel 
and other metals is net realizable value and for raw 
materials and supplies is replacement cost. Inter- 
company profits have been excluded from these in- 
ventories. 


Concentrates awaiting shipment are valued at selling 
price. 


Depreciation and Amortization 


The following accounting policies are being followed 
in connection with the depreciation charges of the 
Company: 


(i) Mining fixed assets: 
Depreciation is being provided on fixed assets on 
the basis of the shorter of physical life or eco- 


nomic life, as estimated for the individual mining 
units, the economic life to be adjusted from time 
to time as conditions warrant. 


(ii) Steel fixed assets: 


Fixed assets are being depreciated on the straight 
line method based on engineering estimates of 
the lives of the assets at the following rates: 


Buildings 4% per annum 
Plant and equipment 673% per annum 


Mining properties and preproduction expenditures are 
being amortized on the same basis as depreciation is 
being provided on mining fixed assets. 


Other costs applicable to future periods are being 
amortized on a straight line basis over a 20 year 
period which will end in 1982. Discounts realized on 
purchase for cancellation of debentures have been 
applied to reduce the unamortized balance of dis- 
count and financing expenses. 


Development Projects and Exploration 


Development projects are carried forward as assets 
while the projects are considered to be of value to 
the Company. All exploration expenses have been 
written off. 


Income Taxes 


Because the Company did not claim depreciation or 
mine development expenses during the tax exempt 
periods of its mines, it has available sufficient of such 
expenses to eliminate taxable income for the year. 
The Company does not intend to provide for income 
taxes so long as the accumulated amount of these 
expenses claimed for tax purposes is less than the 
accumulated amount recorded in its accounts. 


Full provision has been made for Provincial mining 
taxes and the income taxes of subsidiary companies. 
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RIO ALGOM MINES LIMITED 


(Incorporated under the laws of Ontario) 


Consolidated Statement of Financial Position 


DECEMBER 31, 1971 
($000’s omitted) 


1971 
CURRENT ASSETS: 
Cash. os he a ee $ 2,693 
Short. term investments, at cost,-and deposits .....:5....70,- 5s. 200 
Marketable securities —... 2.05... 54. ee Me — 
Receivables. 2 ve Se 30,367 
Due from affiliated and associated companies ....................:3....2.... £19) 
Inventories and concentrates awaiting shipment (note 2) .....................4-: 67,209 
Prepaid @xpenses: «oe 939 
hotal os 2 eee ee a ” 102,799 
Less: 
CURRENT LIABILITIES: 
Bank: lOans 2 ee ee 13,362 
Accounts payable and accrued liabilities... 2... 4 a 20,057 
Due to. affiliated and associated companies -..........4.)....2 2723. 187 
Provision for income taxes including Provincial mining taxes ...........-.20+eeeee- 2,422 
Preference share dividend payable January 1. .......2......:2.2....:... 201 
Long term debt due within one year (note 7).,... 20... 2 1,400 
lOtak 02 22 a ae a 37,029 
WORKING CAPITAL 220 ea ee 65,170 
Investment in: Lornex Mining Corporation Ltd. (note 3) .2. ...... 2... 36,104 
Plant-and equipment, less depreciation (note 4) ¢..... 5.6.2... 77,690 
Mining properties and preproduction expenditures, less amortization (note 5) ........ 22,242 
Other costs applicable to future periods (note 6)..,...............4...5....... 11,895 
TOTAL ASSETS LESS CURKENT: UABILIIES 7.24... 2 213,101 
Deduct: 
Long term debt (note A... se. 8. a a 32,000 
Minority shareholders’ interests in subsidiary companies ............02.eeeeeeeeee 1,340 
33,340 
EXCESS OF. ASSETS OVER LIABILIPIES 2. a $179,761 
OWNERSHIP EVIDENCED BY (note 8): 
Capital’stock. | oc Se a ee ee ee $ 86,337 
Conttibuted surplus 2.2.50)... a 19,581 
Retained earnings i262... 5.065 a ee 73,843 
LOtal on i ee OS ee ee $179,761 


Approved on behalf of the Board: 


R. D. ARMSTRONG, Director BRYCE MacKENZIE, Director 
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1970 


$ 2350 
11,016 
384 
33,760 
1g 
55,880 
2,179 


107,151 


4,430 
23,124 
100 
1,869 
207 
1,341 


31,071 
76,080 
24,402 
77,496 


20,604 
13,248 


211,830 


34,000 
D5) 


35,721 
$176,079 


$ 86,695 
19523 
69,861 


$176,079 


Consolidated Statement of Earnings 


YEAR ENDED DECEMBER 31, 1971 
($000’s omitted) 


REVENUE: 


Revenue from mine production and sales of steel and other products 


1971 


Mvesdnen: an0 Oiher income |... 8... es. 580 
168,609 
EXPENSES: 
Cost of production, selling, general and administrative expenses ........ 141,878 
Interest and amortization of discount and financing expenses ........... 2,307 
Depreciation and amortization (note 11)............,....-.--. ee. 10,809 
Ee oloiauon expenditures 20... ee 2,385 
: 157,379 
11230 
Provision for income taxes including Provincial mining taxes .............. 1,943 
Earnings before adjustment for minority interests in subsidiary companies . 9,287 
Minority interests in profits (losses) of subsidiaries ..................... (411) 
NET EARNINGS PROM OFERATIONS ................. fo. a 
oo 
Earnings per common share before extraordinary items ...............- 73¢ 


Extraordinary items: 


Writedown of marketable securities to net realizable value ......... 


Foreign exchange loss arising from floating of Canadian dollar .......... 


Pe ED ARININGlo POR FhIb VER foes ee 


Piet canines Qer COMMON SHAE oe eee see 


eee 


eee 


1970 


ae 


\ 


} 


193525 7 


cite 


L519 


185,044 


154,065 
2,167 
9,862 
2,006 

168,100 

16,944 
1,491 
15,453 


47 


15,406 : 


$ 


658 


ms 
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Consolidated Statement of Retained Earnings 


YEAR ENDED DECEMBER 31, 1971 
($000’s omitted) 


BALANCE, beginning of yeal ...........5.....5.050. +21 k 


ADD: 


Net earnings for the year <... 066, 
Reserve for marketable securities no longer required .............-...-0 ee eee 


DEDUCT: 


Dividends on preference shares’. .........5....25,...........50.., 
Dividends on common shares ....0.....7.2...5770. 07... 0777 


BALANCE, end ot year ...0..)...5..5. 332... 


Consolidated Statement of Contributed Surplus 


YEAR ENDED DECEMBER 31, 1971 
($000’s omitted) 


BALANCE, beginning of year... 062...) 2. 
Profit on purchase of preference shares for cancellation ............ 0... e eee wees 


BALANCE, end of year. 4. ee a a. 


Consolidated Statement of Source and Disposition of Funds 
YEAR ENDED DECEMBER 31, 1971 
($000’s omitted) 


SOURCE OF FUNDS: 


Net earnings for the year 0.00. 

Add charges against earnings for year not involving current outlay of funds: 
Depreciation, amortization and other charges (net) ..............0-eeeeceeee 
Writedown of marketable securities reserved for in 1967 ................... 


DISPOSITION OF FUNDS: 


Expenditures (net) for plant and equipment and preproduction ................. 
Investment in Lornex Mining Corporation Ltd. (net) (note 3) .................. 
Dividends on: preference sharés 3... 7...70.. 400. 900 
Dividends on common:shates..-........00...5..00 302 
Reduction of long term debt :.....:...530. 0 22. 2. 
Reduction of long term advances... 2......7.07... 07.) 771. 7 
Purchase of preference shares for cancellation ...2..0.7..0.0 70004327077, 


DECREASE IN WORKING CAPITAL 70.00.00 727 
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1971 
$ 69,861 


9,698 


79,559 


816 
4,900 


2/16 
$ 73,843 


1971 


$ 19.523 
58 


$ 19,581 


1970 
$ 60,915 


14,076 
600 


73,001 
830 
4,900 
2,730 

$ 69,861 


1970 


$ 19,424 
29 


$ 19523 


1970 


$ 14,076 


10,484 
600 


25,160 


38,943 
$ (13,783) 


Notes to Consolidated Financial Statements 
DECEMBER 31, 1971 


1. ACCOUNTING POLICIES 5. MINING PROPERTIES AND PREPRODUCTION EXPENDITURES 


The information on page 15 presents a summary of certain 
accounting policies and is an integral part of these financial 
statements. 


. INVENTORIES AND CONCENTRATES AWAITING SHIPMENT 


These consist of: 1971 1970 
Mining operations — 
Minesupplies 2... il $ 2,484,641 $ 2,535,889 
Concentrates awaiting shipment .. 18,204,706 6,707,425 
20,689,347 9,243,314 
Steel operations — 
Steel, other metals, raw materials 
and: supplies oso. 46,519,531 46,636,636 


$67,208,878 $55,879,950 


. INVESTMENT IN LORNEX MINING CORPORATION LTD. 
This consists of the following securities of Lornex: 
Par value or Number of Shares 
LSTA 1970 
812% Income Debentures — 
Dar Vale. 6 6 oe a ee $32,942,000 
Common shares — 50.0% of 
Lornex outstanding shares 
Class A shares — 100% of 
Lornex outstanding shares 


$21,240,000 


3,569,292 shs. 3,120,776 shs. 


712,018 shs. 224,374 shs. 


The quoted market value of the common shares at December 
31, 1971 was $28,197,407 (1970 $20,753,000). There is no 
quoted market value for the Income Debentures or Class A 
shares and the actual value of the common shares may be 
more or less than that indicated by market quotations. The 
Class A shares are non-voting but may be exchanged for com- 
mon shares at any time. 


At December 31, 1971 the Company’s accrued interest from 
Lornex Income Debentures amounted to $3,241,503. This 
accrued interest cannot be paid by Lornex until after required 
principal and interest repayments have been made on senior 
forms of debt. At December 31, 1971 the Company provided 
an identical allowance of $3,241,503. 


. PLANT AND EQUIPMENT 


Plant and equipment consists of: POUCA 1970 
Buildings, machinery and equip- 

ment and construction in pro- 

TOSS Al COSU Ae cone has ee we $213,377,528 $207,698,327 


Less accumulated depreciation . 137,777,061 132,291,964 
75,600,467 75,406,363 
Band at cost wan ene ee 2,089,666 2,089,526 


$ 77,690,133 $ 77,495,889 


Plant and equipment includes $72,764,186 in respect of assets 
of mines presently idle which have been fully depreciated. 


These consist of: 1971 1970 
Mining properties, at cost .......... $ 7,321,527 $ 7,142,853 
Less accumulated amortization ... 5,895,091 5,870,158 
1,426,436 1,272,695 
Preproduction expenditures, at cost 
less-amortization 3 ee 20,815,450 19,331,483 


$22,241,886 $20,604,178 


. OTHER COSTS APPLICABLE TO FUTURE PERIODS 


These include the following: 1971 1970 
Discount and financing expenses, at 
cost less amortization ........... $ 383,081 $ 688,936 


Excess of acquisition cost over ad- 
justed book value of Atlas Steels 


assets, less amortization ......... 11,511,992 12,559,092 


$11,895,073 $13,248,028 


. LONG TERM DEBT 


This consists of: 1971 1970 


534% Sinking Fund Debentures Series 
A, maturing on April 1, 1983 .... 
Less portion included in current 
Hapilities. see. oe a 


$33,400,000 $34,408,000 


1,400,000 408,000 
$32,000,000 $34,000,000 


The Company is required to make sinking fund payments for 
the retirement of the Sinking Fund Debentures in principal 
amounts as follows: 


$2,000,000 on October 1 in each of the years 1972 to 1978; and 
$2,500,000 on October 1 in each of the years 1979 to 1982. 


At December 31, 1971 $600,000 principal amount had been 
purchased to meet the sinking fund requirements in 1972. 


. OWNERSHIP 


Ownership was evidenced by: 1971 1970 
Capital stock 


Authorized: 
489,000 First Preference Shares 
with a par value of $100 each, 
issuable in series 

15,000,000 Common Shares with- 
out par value 


Issued: 
139,000 $5.80 Cumulative Re- 
deemable First Preference 
Shares Series A (142,575 at 
December 31, 1970) (redeem- 
able at premiums ranging from 
AUD TOA Yo) oes eens $ 13,900,000 $ 14,257,500 


12,249,584 Common Shares .. 72,437,504 72,437,504 

86,337,504 86,695,004 
Contributed surplus ........... 19,580,712 19,522,577 
Retained earnings ............ 73,843,456 69,861,840 
Totaly ease AS we GN es $179,761,672 $176,079,421 
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(i) During the year 3,575 First Preference Shares were pur- 
chased for cancellation, thereby satisfying the Company’s 
1971 obligation referred to in note 9 (iii) below. 


(ii) At December 31, 1971, 99,600 Common Shares were re- 
served under a Stock Option Plan. Outstanding options 
have been granted to employees to purchase: 


20,100 shares at a price of $24.64 per share on or before 
March 30, 1977; and 


28,500 shares at a price of $28.35 per share on or before 
April 1, 1978 (options on 4,000 shares were ex- 
tinguished during 1971).. 


(iii) There are restrictions on the payment of dividends in the 
provisions attaching to the Preference Shares and the Com- 
pany’s trust indenture relating to the Series A Debentures. 


. COMMITMENTS AND CONTINGENT LIABILITIES 


The following commitments and contingent liabilities were out- 
standing at December 31, 1971: 


(i) Estimated total cost to complete capital projects, including 
the Lisbon uranium mine in Utah, was approximately 
$8,872,000 (committed approximately $3,000,000); 


Minimum annual rentals upon real property with original 
lease terms extending beyond December 31, 1974, amounted 
to approximately $570,000; 


(ii) 


(iii 


aes 


The Company is obligated on April 1 in each year to set 
aside $300,000 as a retirement fund, to be used to pur- 
chase or redeem Preference Shares; 


a 


The Company has agreed to incur on behalf of Lornex 
Mining Corporation Ltd. all defined construction period 
costs and those operating period costs incurred during the 
first four years following commencement of commercial 
production which is expected to occur in 1972. If Lornex 
is unable to reimburse the Company for any of the afore- 
mentioned costs the Company may elect to receive Units of 


(iv 


Income Debentures and Class A shares of Lornex in lieu 
of reimbursement at a later date. The Company’s obliga- 
tion to incur further expenses is suspended if unreim- 
bursed construction period costs exceed $20,000,000 or if 
unreimbursed costs in total exceed $30,000,000. The Com- 
pany has already accepted 16,141 such Units comprising 
$16,141,000 principal amount of Income Debentures and 
1,291,280. Class A shares, thereby reducing the limits on its 
potential liability to $3,859,000 and $13,859,000 respectively. 
Of the 16,141 Units accepted in 1971 27.5% or 4,439 were 
sold at cost to The Yukon Consolidated Gold Corporation 
Limited in accordance with a previous agreement; and 
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The Anglo-Rouyn mine, in which the Company has a 58% 
interest, is expected to close in the third quarter of 1972. 
All of the capital assets will have been fully amortized by 
that time. Liquidation will proceed on an orderly basis. 


10. REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 


Tf 


During the year ended December 31, 1971 the aggregate direct 
remuneration paid or payable by the Company and its con- 
solidated subsidiaries to the directors and senior officers of the 
Company was $603,434. é 


DEPRECIATION AND AMORTIZATION 


This consists.of the following provisions: 


1971 1970 
Plant. and equipment .......... 22. $ 7,790,810 $ 7,091,830 = 
Mining properties and preproduction 2 
expenditures. . 55... .4¢.500. 0: 1,971,073 1,722,723 
9,761,883 8,814,553 
Excess of acquisition cost over ad- 
justed book value of assets acquired 1,047,100 1,047,100 


$10,808,983 $ 9,861,653 


Comparative Consolidated Earnings by Operation 
YEAR ENDED DECEMBER 31, 1971 
($000’s omitted) 


197A 1970 
MINING 
ee om Omminine sDLOCUCH Olean ete a. Se eia ds ir sn So kts hd Agee Reo wwe wr as $ 46,857 $ 44,413 
Expenses: 
oo OO TOCUCUON andradministration a4... + 0s. se4 c.ciess ns os oi 6y deve a nauees 26,605 ZO 
Pee een OmeanceainOluzatlOnmrmy tr. intra tint. Amt h ere ee ek ee eee els 4,445 3,847 
(SIDE M) Sqovsae (TC Ee ee ec 2 eae rae 2,385 2,006 
pearicyvaimterestaineprorit (Oss)icOf subsidiary 22.5.6... ccte kbs cscs sis ve ee ee (414) 44 
Vial QNQISINBSS. 5 5 Fee oe ea eS re ee ga 33,021 34,208 
eimeanaiiesellOMms Operations Derore taxes 6.49. es as ctw ee oe Saas eae eles 13,836 10,205 
STEEL 
Pevenuesmom: sales o1steel_and other products +29... ceo. e538 ce on Sa een es eas 2p 13 9FIZ 
Expenses: 
Se-omproduction,sellingeand administration... 22. ..4.-000e08 00 nee does e ca es 113,082 123 541 
1S DISC RUWKOIY -ccgic Si caas honest ns OCA Ere re a a en 5,234 4,894 
Amortization of excess of acquisition cost over adjusted book value of assets 
RECON. 2 oe bp bo ORS eo SF ee a ee era 1,047 1,047 
MOR mLelestalhs PLrOlit. Of sSUDSICIALY arc. ars ccs pate vere as cis aor one S 0G eee 3 3 
Sie caleX DCI SCom aap ete Mier eee ei Sachs Saha e eietie eee Mhdls Rio Sn hae Bud oSaren 119,366 129,485 
MemedniiiocelOm~Operations DelOre faxes «34.20 ae ee he esd lee ee ue np oes om 1,806 9,627 
CORPORATE 
Expenses: 
COS. Oil GSP ENTMTSUELITOV Naas SBS ic Se cence eee rte 2,578 Oe 
EUS - oy A eo gue pee cA ar tS Cees 58 ee 2,145 2,007 
AMO MIZavion, OLediscOunt and: financing ExXPeNSeS << 4. 2s kee ose ae sees 6 Cerne 162 162 
WLC ClAUOM Mere CP rece ee 28 roulette ae ene sR eee Die i Me ee SRE ae a Re Oe ee 82 72 
Rot ES GCM SC SMP rene Paes ae oer roe, Leena) oe Notas Be a Nat Ghd o ele ees 4,967 4,714 
PES TOMES TSIM aleve! GUINEAN Nee y ante me cee aes beeen ne ee eR OA eran 966 MAS) 
Neime MC NCCMOl MCs Calnrs tesa be ates J oben din a Poko tae oe Sa ale be ees ae (4,001) (2,935) 
NEAR GolckOM OPERATIONS BEFORE-PROVISION FOR TAXES «.. «2. 5. 6003s. 11,641 16,897 
Provision for taxes: 
PAICOWANOYSTIEN PARI MUUAYES WADE ce tan Rate cco cee S ore aaa oe ery i aah er diol be} 546 
SREGINS VERCSS- x con's wo 5 SIRENS ican en gh 2 Pa ee oro eg eee ee 430 945 
1,943 1,491 
RAO NN G@SEERO) VISORERA LIONS a creer seteic ie vnisieraiscets see eleyehe einals «Nicene 9,698 15,406 
eri omme i AO Lallneny ei (CG mess tier ction yoked Seems ohne eee Bole wie e oie oor ee i tinm Fle He we — 17330 
NIETD REURISTPSTCES TGTRE TE ils 8 57. Sires Siac, naval cee N Ona nace RRS Le ea eC IMC irae care aac $ 9698 $ 14,076 
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Rio Algom Divisions and Affiliates 


Canada MINING 
Head Office—Toronto, Ontario 
New Quirke, Elliot Lake, Ont. 
Anglo-Rouyn Mines Limited, La Ronge, Sask. 
Mines de Poirier, Joutel, Quebec 
Lornex Mining Corporation Ltd., Vancouver, B.C., 
Property at Ashcroft, B.C. 


EXPLORATION 
Rio Tinto Canadian Exploration Limited, 
(Riocanex) 
Head Office—Toronto, Ontario 
Branch Offices—Vancouver, B.C., Noranda, P.Q. 


STEEL 
Atlas Steels Company, Head Office—Welland, 
Ontario 
Plants at Welland, Ontario 
and Tracy, Quebec 


METAL DISTRIBUTION 
Atlas Alloys, Head Office—Toronto, Ontario 
Service Centres at Toronto, Etobicoke, 
Winnipeg, Montreal, Windsor, 
Edmonton, Vancouver 


United States MINING 
Rio Algom Corporation, Wilmington, Delaware 
Property at Moab, Utah 


EXPLORATION 
Rioamex, Division of Atlas Alloys Inc., Cleveland, 
Ohio and Denver, Col. 


METAL DISTRIBUTION 
Atlas Alloys Inc., Head Office—Cleveland, Ohio 


Service Centres at Cleveland, 
Ohio and Detroit, Mich. 


Overseas METAL DISTRIBUTION 
Atlas Steels (England) Limited, Luton, England 
Atlas Steels (Australia) Pty. Limited, Melbourne, 
Australia 
Atlas Steels S.A., Lausanne, Switzerland 
Aceromex-Atlas S.A., Mexico City, Mexico 
Agents or Distributors in other countries 


jap 


Principal Associates 


Canada 


United Kingdom 


Commonwealth of Australia 


Republic of South Africa 


United States of America 


Spain 


Japan 


Brinco Limited 
Churchill Falls (Labrador) Corporation Limited 
One Westmount Square, Montreal, Quebec 
Indal Canada Limited 
52 Arrow Road, Weston, Ontario 


The Rio Tinto-Zinc Corporation Limited 
Anglesey Aluminium Limited 
R.T.Z. Britain Limited 
R.T.Z. Pillar Limited 

6 St. James’s Square, London, S.W.1 Y 4LD 
Capper Pass & Son Limited 

Melton Works, North Ferriby, Yorkshire 

Borax (Holdings) Limited 


Borax House, Carlisle Place, London, $S.W.1 P 1HT 


Conzinc Riotinto of Australia Limited 
The Zinc Corporation Limited 
N.B.H.C. Holdings Limited 
Australian Mining & Smelting Company Limited 
Queensland Alumina Limited 
The Broken Hill Associated Smelters Pty. Limited 
Sulphide Corporation Pty. Limited 
Comalco Limited 
Hamersley Iron Pty. Limited 
Mary Kathleen Uranium Ltd. 
Bougainville Mining Limited 
95 Collins Street, Melbourne, 3000, Victoria 


Rio Tinto Holdings Limited 
Palabora Mining Company Limited 
70 Marshall Street, Johannesburg 


Rio Tinto-Zinc Corporation of America 
The Pyrites Company, Inc. 
P.O. Box 1188, Christina Avenue 
Wilmington, Delaware 19899 
Alloys and Chemicals Corporation 
4365 Bradley Road, South West 
Cleveland 9, Ohio 44109 
lreco Chemicals 
Suite 726, Kennecott Bldg., 
East South Temple Street, 
Salt Lake City, Utah 84111 
United States Borax & Chemical Corporation 
3075 Wilshire Boulevard, Los Angeles 
California 90005 


Union Explosivos Rio Tinto S.A. 
Paseo De La Castellana, 20 Madrid 1 


Rio Tinto-Zinc Japan) Limited 
Shin Tokyo Building, 
23-Chome Marunouchi, Chiyoda-Ku, 
Tokyo 100 
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Miscellaneous Corporate Information 


Head Office 


Principal Bankers 


Solicitors 


Auditors 


Registrars and Transfer Agents 


Shares Listed 
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120 Adelaide St. West, Toronto 1, Ontario, Canada 


Canadian Imperial Bank of Commerce, Toronto 
The Toronto-Dominion Bank, Toronto 
First National City Bank, New York 


Fasken & Calvin, Toronto 
Fried, Frank, Harris, Shriver and Jacobson, New York 


Coopers & Lybrand, Chartered Accountants, Toronto 


Common Shares 
Canada Permanent Trust Company, 
Toronto, Montreal, Winnipeg, Calgary 
and Vancouver 


The Canadian Bank of Commerce Trust 
Company, New York 


Preference Shares 
Canada Permanent Trust Company, 
Toronto, Montreal, Halifax, Winnipeg 
and Vancouver 


Toronto Stock Exchange, Toronto 
Montreal Stock Exchange, Montreal 
American Stock Exchange, New York 


Rio Algom 
Rio Tinto 


eu 


Rio Algom Mines Limited 


Interim Report to the Shareholders 
for the six months ended June 30, 1971 


TO THE SHAREHOLDERS: 


- Net earnings for the first six months of 1971 were 
$5,129,000 as compared with $8,764,000 for the 
similar period in 1970. The comparative net earnings 
per common share were 39¢ and 68¢ respectively. 
Sales totalled $85,521,000, about 10% lower than in 
the 1970 period. 


The decline in demand for specialty steel products 
which began in the fourth quarter of 1970 continued 
in the first half of 1971 and consequently earnings 
from steel operations were considerably lower in the 
first half of 1971 compared to the 1970 period. The 
depressed demand for specialty steel in both domestic 
and export markets has combined with extreme pres- 
sure from foreign competitors to cause a deteriora- 


tion in the specialty steel market in terms of both }. 


price and volume in a period when labour and 
material costs continue to escalate. Further, the in- 
creased value of the Canadian dollar in relation to 
foreign currencies affected revenues and earnings 
adversely to a greater extent in the first half of 1971. 
Improvement will depend largely on the timing and 
rate of improvement in those industries which the 
steel operations serve; an upturn has not yet begun. 


Earnings from mining operations in total increased 
over the comparab'e period in 1970. Uranium profits 
were higher, but the increase was largely offset b 
substantially lower copper prices. The increased ura- 
nium profits were largely due to increased production 
resulting from an increase in tons milled and a larger 
proportion of ore coming from the higher-grade New 
Quirke mine. Copper production increased slightly 
over 1970, with higher grades at the Poirier mine 
being more than sufficient to offset a drop in produc- 
tion at Anglo-Rouyn and the shutdown of the Pronto 
mine in April, 1970. 


As previously reported, the earnings from the 
Poirier mine were not taxed as those of a separate 
company after February 28, 1970 and this is the 
main reason for the decrease of $1,268,000 in pro- 
vision for income taxes including provincial mining 
taxes. 


At the Utah uranium mine, underground develop- 
ment is now proceeding normally from both the 
ventilation and production shafts and the water prob- 
lem encountered in February appears to be fully 
controlled. Surface construction is continuing slightly 
ahead of schedule. The main ore bin has been com- 


pleted, the head frame has been closed in and the hoist 
is being installed. 


Despite unusually severe winter weather and spring 
break-up conditions, the Lornex project is substan- 
tially on schedule in relation to the planned com- 
mencement of production in the second quarter of 
1972. Approximately 40% of the currently estimated 
47 million tons of preproduction material has been 
removed from the open pit. The various process and 
ancillary facilities are on schedule at various stages of 
construction. The major portion of the concrete work 
has been completed, steel erection is well under way 
and some sections of heavy equipment have been set 
into place. The first group of 100 houses at the Logan 
Lake townsite is nearing completion with occupancy 
expected to begin in August. Work is under way on 
the second phase of the program comprising 58 
dwelling units and satisfactory progress is being made 
on the commercial and civic centre and the elementary 
school which is planned to be available for the start 
of the school year. As of June 30, 1971 expenditures 
and commitments on the Lornex project amounted to 
approximately $75 million. 


As previously reported, the Lornex project capital 
cost is expected to be $138 million compared with the 
$123.6 million originally estimated when the decision 
was made in 1969 to proceed with the project and 
upon which the financing arrangements were made. 
On June 25, 1971, the first issue of Units of 814% 
Series A Income Debentures and Class A shares was 
made to Rio Algom Mines Limited in accordance 
with Rio Algom’s obligation (pursuant to the Con- 
struction and Management Agreement) to provide 
supplementary financing to Lornex. Units comprising 
$1,519,000 in principal amount of Debentures and 
121,520 Class A shares were issued. In accordance 
with a previous agreement between Rio Algom and 
The Yukon Consolidated Gold Corporation Limited, 
the Company sold 27.5% of the Units to Yukon. 
Therefore, the Company’s net investment in Units was 
$1,101,000 principal amount of Income Debentures 
and 88,080 Class A shares, of which 33,440 shares 
were converted to common shares. 


Toronto, Canada R. D. ARMSTRONG 
July 29, 1971 President 


Subject to year-end audit and adjustments. 


RIO ALGOM MINES LIMITED 
CONSOLIDATED STATEMENT 
OF EARNINGS 


for the six months ended June 30, 1971 


($000’s omitted) 
1971 1970 
Revenue from mine production 
and sales of steel and other 
products $85,521 $95,420 
Investment and other income 310° 1,109 


Deduct: 
Cost of production, purchased 


products, selling and 


administrative expenses 12 LOet =F 8-250 
Interest and amortization of 

discount and financing expenses 1,106 1,127 

Depreciation and amortization mesa 5,156 

Exploration expenditures 1,274 894 

19,947: "853427 

5,884 11,102 


Provision for income taxes 
including Provincial mining 


taxes 861 2,129 
5,023 8,973 

Minority interest in profits. 
(losses) of subsidiaries (106) 209 
Net earnings for the period $ 5,129) $ 8,764 
Preference dividends Sova 5416 


Net earnings per common share 


The net earnings per common share are calculated after 
providing for dividends on first preference shares and are 
based on the average number of common shares out- 
standing during the respective periods. 


yi 
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RIO ALGOM MINES LIMITED 
CONSOLIDATED STATEMENT OF SOURCE | 
AND DISPOSITION OF FUNDS 


for the six months ended June 30, 1971 


($000’s omitted) 


Source of funds: 


Net earnings for the period 
Add depreciation, amortization 
and other charges (net) to 
operations not involving 

current outlay of funds 


Disposition of funds: 


Expenditures (net) for fixed 
assets and preproduction 
Investment in associated 
-companies (net) 
Increase in development projects 
Dividends on preference shares 
Dividends on common shares 
Reduction of long term advances 
Reduction of long term debt 
Purchase of preference shares 
for cancellation 


Increase in working capital - 


197 Le 


$25,129 


5,296 
10,425 


1970 


$ 8,764 


5,837 
14,601 
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